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l. Introduction

1. Southwestern Bell Communications Services, Inc. d/b/a/ Southwestern Bell Long Distance
(“SBCS”) has filed an application pursuant to Section 214 of the Communications Act of 1934, as
amended, (“the Act”) for authority to provide international facilities-based and resale services between all
points in Texas and all international poifitdhe International 214 Application is a companion to the
application of SBC Communications, Inc. (“SBC”), Southwestern Bell Telephone Company (“SWBT")
and SBCS for authority to provide in-region, interLATA services in the State of Texas pursuant to Section
271 of the Act SBCS seeks authority to provide facilities-based and resale services between all points in
Texas and all international points, subject to the Commission’s international dominant carrier regulations,
on the U.S.-Denmark, U.S.-South Africa and U.S.-Hungary routes.

! 47 U.S.C. § 214.
2 Seeln the Matter of Southwestern Bell Communications Services,Hie No. ITC-214-
20000127-0002, Application for Authority Pursuant to Section 214 of the Communications Act of 1934, as
amended, for Authority to Operate as an International Facilities-Based and Resale Carrier (filed January 25, 2000)
(“International 214 Application™). SBCS previously filed applications for in-region, international Section 214
authority. See In the Matter of Southwestern Bell Communications Servicesipptication File No. ITC-214-
19971205-00762 (previous File No. ITC-97-777) (filed Dec. 5, 198#he Matter of Southwestern Bell
Communications Services, Iné&pplication File No. ITC-214-19971205-00763 (previous File No. ITC-97-776)

(filed Dec. 5, 1997), which were both dismissed without prejudice as prematurelySieth the Matter of

Pacific Bell Communicationd5 FCC Rcd 157 (Tel. Div. Jan. 5, 2008gg alsdection 271(i) of the Act defines
“in-region State” as “a State in which a Bell operating company or any of its affiliates was authorized to provide
wireline telephone exchange service pursuant to the reorganization plan approved under the AT&T Consent
Decree, as in effect on the day before the date of enactment of the Telecommunications Act of 1996.”

8 Seeln the Matter of Application by SBC Communications Inc., Southwestern Bell Telephone
Company, and Southwestern Bell Communications Services, Inc. d/b/a/ Southwestern Bell Long Distance Pursuant
to Section 271 of the Telecommunications Act of 1996 to Provide In-Region, InterLATA Services i@dexas
Docket No. 00-65, Application, (filed April 6, 2000) (“SBC Texas 271 Application™).



Federal Communications Commission DA 00-1474

2. We find that a grant of the International 214 Application serves the public interest under
Section 214 of the Act. Because SWBT has received Section 271 authority to provide in-region, inter-
LATA services in the State of Texas, we grant SBCS authority to provide international facilities-based
services between all points in Texas and all international poits.grant SBCS such authority, subject
to its compliance with the Commission’s international dominant carrier regulations on the U.S.-Denmark,
U.S.-South Africa, U.S.-Belgium and U.S.-Hungary routes as specified below.

Il. Background

3. SBCS is a corporation organized under the laws of the State of Delaware and Virginia,
and is a wholly-owned subsidiary of SBC Communications, Inc. (“SBC”). SBCS currently has authority
to provide: (1) global resale services originating out-of-region and terminating at all international points;
and (2) global facilities-based and resale services originating out-of-region and terminating at all
international point§. Certain wholly-owned subsidiaries of SBCS also have international Section 214
authority to provide limited global resale switched services originating out-of-region and terminating at all
international points.

4. SBCS asserts that grant of the Application will servepthigic interest and benefit
consumers because it will increase competition in the international services market, lower prices and

4 Seeln the Matter of Application by SBC Communications Inc., Southwestern Bell Telephone

Company, and Southwestern Bell Communications Services, Inc. d/b/a/ Southwestern Bell Long Distance Pursuant

to Section 271 of the Telecommunications Act of 1996 to Provide In-Region, InterLATA Services i@dexas

Docket No. 00-65, Memorandum Opinion and Order, FCC 00-238 (rel. June 30, 20MB T Texas 271

Order").
> SeeOverseas Common Carrier Section 214 Applications Actions Ta&KerNo. ITC-96-497,

Public Notice, 11 FCC Rcd 13980 (Oct. 31, 1996).

6 See International Authorizations Grantd€lle No. ITC-97-770 (renumbered ITC-214-
19971108-00689, Public Notice, 14 FCC Rcd 13344 (1999) (granting SBCS authority to provide global facilities-
based and resale services originating out-of-region and terminating at all international points, except Chile,
Switzerland and South Africa3ge alsdnternational Authorizations Grantedrile No. ITC-214-20000301-00125,

DA 00-768, Report No. TEL-00212 (rel. April 6, 2000) (granting SBCS authority to provide global facilities-based
and resale services originating out-of-region and Chile, South Africa and Switzerland, subject to SBCS’
compliance with the Commission’s international dominant carrier regulations on the U.S.-South Africaeeute);
alsoln the Matter of Bell Operating Company Provision of Out-of-Region Interstate, Interexchange $Services
Order on Reconsideration, 14 FCC Rcd 1105 (1998) (finding that, where a Bell Operating Company (“BOC")
provides out-of-region, international, facilities-based service and generates international "return” traffic in
exchange, the BOC may terminate such return traffic within its region, prior to obtaining in-region authority,
subject to the Commission's rules and policies governing international telecommunications services).

! SeeOverseas Common Carrier Section 214 Applications Actions Ta&KerNos. ITC-96-496,
ITC-96-497, ITC-96-498, ITC-96-499, ITC-96-500, Public Notice, 11 FCC Rcd 13980 (Int’l. Bur. 1996)
(authorizing subsidiaries of SBCS in Massachusetts, Maryland, New York and lllinois to provide international
services originating out-of-region and terminating at all international points).

2
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increase the service options available to the pliblitle Commission has granted SWBT authority

pursuant to Section 271 of the Act to provide in-region interLATA services in the State of Texas.
Because the grant of Section 271 authority is only for in-region, interLATA services in the State of Texas,
this Order authorizes the provision of international services originating only in the State of Texas and not
services originating in any of SBC’s other in-region states.

5. Pursuant to Section 63.12(d) of the Commission’s flikk& Bureau deemed the
Application ineligible for streamlined processing and issued a public notice accepting the application for
filing on a non-streamlined basis.As discussed further below, the International 214 Application indicates
that SBCS is affiliated, within the meaning of Section 63.09(e) of the Commission'$migscertain
foreign carriers.

IR Discussion
A. Entry Standard

6. The rules and standards adopted in the Commisgioréggn Participation Ordeigovern
our decision whether, and on what terms, to authorize SBCS to provide service on routes where SBCS has
affiliations with foreign carrier§’ In that order, the Commission adopted a presumption in favor of
granting applications that request authority to serve a destination in which the applicant is either a foreign
carrier in or has a foreign carrier affiliate in a destination that is a Member of the World Trade
Organization (“WTO")* Previously, the Commission applied the "effective competitive opportunities”
(ECO) test to applicants that sought to provide service on routes where an affiliated foreign carrier

8 Seelnternational 214 Application at 4-5.

SeeSWBT Texas 271 Ordat 2.

10 See47 C.F.R. § 63.12(d).

1 SeeNon-Streamlined International Application Accepted for FiliBg\ 00-190, Public Notice
(rel. Feb. 3, 2000).

12 Seed7 C.F.R. § 63.09(e) (providing that, “two entities affdiated with each other if one of
them, or an entity that controls one of them, directly or indirectly owns more than 25 percent of the capital stock
of, or controls, the other one. Also, a U.S. carriaeffidiated with two or more foreign carriers if the foreign
carriers, or entities that control them, together directly or indirectly own more than 25 percent of the capital stock
of, or control, the U.S. carrier and those foreign carriers are parties to, or the beneficiaries of, a contractual relation
(e.g., a joint venture or market alliance) affecting the provision or marketing of international basic
telecommunications services in the United States.”) (emphasis in original).

13 SeeRules and Policies on Foreign Participation in the U.S. Telecommunications Migket
Docket No. 97-142Market Entry and Regulation of Foreign-Affiliated Entiti€B Docket No. 95-22, Report and
Order and Order on Reconsideration, 12 FCC Rcd 23891, 23951-52, 1 144 (Ea8&ig(l Participation
Order"), recon. pending

14 Seeid., 12 FCC Rcd at 23897-98, 1 13-14.

3
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possessed market pow@rln theForeign Participation Orderthe Commission eliminated the ECO test in
favor of a rebuttable presumption that applications for international Section 214 authority from applicants
affiliated with foreign carriers in WTO Members do not pose concerns that would justify denial of the
application on competition grountfs. The Commission retained the ECO test for certain categories of
applicants that seek to serve non-WTO Member destinations in which the applicant is or has an affiliation
with a foreign carrier possessing market pot{efhe Commission also considers other public interest
factors that may weigh in favor of, or against, granting an international Section 214 application, including
national security, law enforcement, foreign policy and trade conterns.

7. The Application states that SBCS has affiliations with the following foreign carriers:

a.) diAx (“diAx”), a full service telecommunications carrier in Switzerland;

b.) Telkom South Africa Ltd. (“Telkom™), the incumbent telecommunications carrier in South
Africa;

c.) MATAV Hungarian Telecommunications Ltd. (“MATAV”), the incumbent
telecommunications carrier in Hungary;

d.) Tele Danmark A/S (“Tele Danmark”), the incumbent telecommunications carrier in Denmark;

e.) Talkline GmbH (“Talkline”), a mobile telecommunications carrier in Germany and the
Netherlands;

f.) BEN Netherlands B.V. (“BEN Netherland”), a mobile telecommunications carrier in the
Netherlands;

g.) UAB Mobilios Telekomunikacijos (“Bité”), a mobile telecommunications carrier in Lithuania;

h.) Ameritech Communications International, Inc. (“Ameritech International”), a wholly-owned
subsidiary of Ameritech that is authorized to provide international telecommunications services
to the public in Canada,;

i.) ElTele Ost, ("ETO"), a competitive access and backbone operator providing fixed network,
broadband and internet services in Norway;

ji.) NetCom ASA, (“NetCom”), a mobile telecommunications carrier in Norivay.

15 The ECO analysis was developed and discusskthiket Entry and Regulation of Foreign-

Affiliated Entities IB Docket No. 95-22, Report and Order, 11 FCC Rcd 3873 (19B6)gign Carrier Entry
Order").

16

19 50-58.

SeelForeign Participation Order12 FCC Rcd at 23906-10, 1 33-4%e alsdd. at 23913-17,

1 See id, 12 FCC Rcd at 23944-46, 11 124-188e alsad., 12 FCC Rcd at 23949-50, 11 139-142.

Section 63.18(j)-(k) of the Commission's rules applies the ECO test in situations in which an applicant is a foreign
carrier in a non-WTO country; or controls a foreign carrier in that country; or where any entity that owns more
than 25 percent of the applicant, or controls the applicant, controls a foreign carrier in that country; or, in specified
circumstances, where two or more foreign carriers own, in the aggregate, more than 25 percent of the applicant.
Seed7 C.F.R. 8 63.18(j)-(k).

18 SeeForeign Participation Order12 FCC Red at 23919-21, {1 61-66.

19 SBCS inadvertently failed to include its affiliation wASA Netcom in its ifitial International
214 Application but later amended the application to include this affiliat@®ln the Matter of Southwestern
Bell Communications Services, InEile No. ITC-AMD-20000510-00307, Amendment to Application for

4
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Of the destination markets in which SBCS has an affiliation with a foreign carrier, South Africa,
Switzerland, Norway, Hungary, Canada, Germany, Denmark and the Netherlands are all Members of the
WTO. Although Lithuania is not a WTO Member, as discussed further below, SBCS’ affiliate in

Lithuania, Bité, has previously been found to lack sufficient market power in Lithuania to affect

competition adversely in the United States. Section 63.18(k) of the Commission’s rules requires an
applicant seeking to serve a destination where the applicant is affiliated with a foreign carrier to
demonstrate that (1) the destination is a WTO Member, (2) that the affiliate lacks market power or (3) that
the destination offers effective competitive opportunities to U.S. caftidtach of the destination markets

in which SBCS has an affiliation with a foreign carrier is a WTO Member except Lithuania, where SBCS’
foreign carrier affiliate lacks market power. Therefore, we find that SBCS is entitled to a presumption that
its foreign carrier affiliations do not raise competition concerns that would warrant denial of its request to
serve these routes; we address below the appropriate regulatory treatment of service on those routes. We
note that no party has filed comments specifically addressing competition concerns on these routes and we
find no public interest factors that warrant denial of SBCS’ application for international Section 214
authority.

B. Regulatory Treatment
1. BOC In-Region Nondominance
8. In theLEC Classification Order* the Commission classified BOCs' Section 272

interLATA affiliates as nondominant in their provision of in-region, interstate, domestic, interLATA
services? The Commission also concluded that it should apply the same regulatory classification to the
BOC interLATA affiliates' provision of in-region, international services as it adopted for their provision of
in-region, interstate, domestic, interLATA servié&sTherefore, the Commission decided to classify each

Authority Under Section 214 of the Communications Act of 1934, as Amended (filed May 10, 2000); Public
Notice, Report No. TEL-00239NS (rel. June 2, 2000); Public Notice, Erratum (rel. June 8, 2000).

20 See47 C.F.R. § 63.18(k)(1)-(3).

2 SeeRegulatory Treatment of LEC Provision of Interexchange Services Originating in the LEC's
Local Exchange Area and Policy and Rules Concerning the Interstate, Interexchange Marké&x@lapacket

Nos. 96-149, 96-61, Second Report in CC Docket No. 96-149 and Third Report and Order in CC Docket No. 96-
61, 12 FCC Rcd 15756, 15850 and 15858, 11 163, 179 (LEC Classification Order), Order on Reconsideration, 12
FCC Rcd 8730 (1997) ICEC Classification Order on ReconsideratinrOrder, 13 FCC Rcd 6427 (Comm. Car.

Bur. 1998) (LEC Classification Partial Stay Ord8r Second Order on Reconsideration and Memorandum

Opinion and Order, 14 FCC Rcd 10771 (1999KHC Classification Second Reconsideration Offer

2 Seel EC Classification Orderl2 FCC Red at 15802,-835, 1 82-134. The Commission affirmed
this finding on reconsideratiorSeeL EC Classification Second Reconsideration Ordgr FCC Rcd 10797-99 at
19 35-38.

2 SeelEC Classification Orderl2 FCC Red at 15802, 15838-840, 11 82, 139-142. The
Commission's regulations governing the U.S. international services market traditionally have distinguished
between "dominant" and "nondominant" carriers. The Commission has classified carriers operating in the U.S.
market, whether U.S. or foreign-owned, as dominant in their provision of U.S. international services on particular

5
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BOC interLATA affiliate as nondominant in the provision of in-region, international services, unless it is
affiliated, within the meaning of Section 63.09(e) of the Commission's“fuléth a foreign carrier that

has the ability to discriminate against the competitors of the BOC or its affiliate through control of
bottleneck services or facilities in a foreign destination mark&he Commission stated that the

safeguards the Commission applies to carriers it classifies as dominant based on a foreign carrier
affiliation, contained in Section 63.10(c) of the Commission's rules, are designed to address the incentive
and ability of the foreign carrier to discriminate against the competitors of its U.S. affiliate in the provision
of services or facilities necessary to terminate U.S. international ffaffic.

9. We note that the Commission, in determining that BOC Section 272 interLAiliAtedf
would be nondominant in their provision of in-region, interstate, domestic, interLATA services, and
international services, relied on, among other things, the requirements established by S&ctous272.
The Commission concluded that the requirements established by, and the rules implemented pursuant to,
Sections 271 and 272, together with other existing rules, sufficiently limit a BO(ts taluse its market
power in the local exchange or exchange access markets to enable its interLATA affiliate profitably to raise
and sustain prices of in-region, interLATA services significantly above competitive levels by restricting the
affiliate's own outpuf! We note that SBCS is a Section 272liafé and, as such, is subject to the
requirements of Section 272 and the Commission's regulations implementing that'$ection.

2. BOC Out-of-Region Nondominance

10. The International Bureau concluded that BOCs should be treated as nondominant in their
provision of out-of-region international services as Welln making this determination, the Bureau stated

routes in two circumstances: (1) where the Commission has determined that a U.S. carrier can exercise market
power on the U.S. end of a particular route; and (2) where the Commission has determined that a foreign carrier
has market power on the foreign end of a particular route that can adversely affect competition in the U.S.
international services market. Carriers regulated as dominant on a particular route due to market power on the
foreign end of that route are subject to specific safeguards set forth in the CommissionSeefeseign

Participation Order 12 FCC Rcd at 23987,  215.

2 See47 C.F.R. § 63.09(e).

2 Seel EC Classification Orderi2 FCC Rcd at 15838, 1 139.
2 See id. 12 FCC Rcd at 15838-39, 1 139.

21 See id. 12 FCC Rcd at 15802, 1 82.

s In addition, for example, Southwestern Bell Telephone Company, SBC's affiliate BOC which has

received authority under Secti@d1 to provide in-region interLATA services in the State of Texas, is subject to
the requirements of Section 272 in its dealings with SBC’s other Section 272 affiliates.

29 SeeNynex Long Distance Co., et al., Application for Authority Pursuant to Section 214 of the
Communications Act of 1934, as Amended, to Provide International Service from Certain Parts of the United
States to International Points Through Resale of International Switched Services, GTE Telecom Incorporated,
Application for Authority Pursuant to Section 214 of the Communications Act of 1934, as Amended, and Section
63.01 of the Commission's Rules and Regulations for International Resale Switched Service and Facilities-Based

6
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that it was reaching the same conclusion regarding the regulatory treatment of BOCs' provision of out-of-
region international services as the Commission reached regarding the regulatory treatment of BOCs'
provision of out-of-region, interstate, domestic interexchange servicesliE€lassification Ordel”

The Bureau stated that the critical issue is whether a BOC can use its market power in local exchange and
exchange access services to act anticompetitively in its provision of out-of-region international ervices.
The Bureau found no practical distinctions between a BOC's ability and incentive to use its market power
in the provision of local exchange and access services improperly to allocate costs, discriminate against, or
otherwise disadvantage unaffiliated domestic interexchange competitors as opposed to international service
competitors” As a result, the Bureau found that the BOCs do not have, upon entry or soon thereafter, the
ability to raise the price of out-of-region international services by restricting their output of such services,
even if they were to offer such services on an integrated basis with their local exchange and exchange
access servicés. The Bureau found, therefore, that the BOCs should be treated as nondominant in the
provision of out-of-region international serviéés.

3. Foreign Carrier Affiliations

11. We next examine whether it is necessary to impose the Commission’s international
dominant carrier safeguards on SBCS in its provision of service on the routes where it has an affiliation
with a foreign carrief> Under rules adopted in tRereign Participation Orderthe Commission
regulates U.S. international carriers as dominant on routes where an affiliated foreign carrier has sufficient
market power on the foreign end to affect competition adversely in the U.S. fakRketS. carrier is
presumptively classified as nondominant on an affiliated route if the carrier demonstrates that the foreign
affiliate lacks 50 percent market share in the international transport and local access markets on the foreign
end of the rout&’ Section 63.18(m) of the Commission’s rules requires SBCS to demonstrate that it
gualifies for non-dominant classification on any affiliated route for which it seeks to be regulated as a non-

Service to Various CountrigEile Nos. ITC-96-125, 96-272, 96-181, 95-443, Memorandum Opinion and Order,
12 FCC Rcd 11654, 11660, 11 11-12 (Int'l. Bur. 199ntétnational Out-of-Region Nondominance Orfer

%0 See id
3 See id
% See id
% See id
3 See id

= The Commission’s international dominant carrier safeguards are set forth in Section 63.10(c)

and (e) of the Commission’s rules, 47 C.F.R. § 63.10(c), (e), (as amendegfmational Settlement Ratd8
Docket No. 96-261, Report and Order on Reconsideration and Order Lifting Stay, 14 FCC Rcd 9256 (1999)).

3% SeeForeign Participation Order12 FCC Rcd at 23951-52,  14#e alsal7 C.F.R. §
63.10(a)(3).

87 See47 C.F.R. § 63.10(a)(3%ee alsat7 C.F.R. § 63.18.

7
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dominant international carri&t.

12. The Application recognizes that Telkom, MATAV and Tele Danmark are the incumbent
telecommunications carriers in South Africa, Hungary and Denmark respectively and SBCS does not assert
that any of these carriers lack market power in the international transport or local access markets in their
respective countrie§. Pursuant to Section 63.10 of the Commission’s fllles, therefore apply our
international dominant carrier safeguards to SBCS’ provision of the U.S. international services authorized
herein on the U.S.-South Africa, U.S.-Hungary, and U.S.-Denmark routes.

13. With respect to SBCS’ other foreign affiliations, several of its foreign carrier affiliates
have been found to lack market power in the international transport and local access markets in the
countries in which they offer service. The Commission found that diAx, a new entrant, full-service
telecommunications carrier in Switzerland lacks market power in Switzéflaralkline, a provider of
mobile communications service in Germany and resold cellular service in the Netherlands, has been found
to lack market power in both Germany and the Netherl&n@ité, which provides solely mobile wireless
service in Lithuania, has been found to lack sufficient market power in Lithuania to affect competition
adversely in the United Stat&s.

14. As the Commission stated in the 1998 Biennial Regulatory Review of international
common carrier regulations, foreign carriers that operate solely on a resale basis or that have only mobile
wireless facilities are unlikely to raise market power concérREN Netherland provides GSM wireless
services in the Netherlands and has less than 50 percent market share in the international transport and
local access markets in the Netherlafid§herefore, in the absence of any other evidence of market power,

% SeeSection 63.18(m) of the Commission’s rules, providing “With respect to regulatory

classification under § 63.10 of this part, any applicant that is or is affiliated with a foreign carrier in a [destination]
country ... and that desires to be regulated as non-dominant for the provision of international telecommunications
services to that country should provide information in its application to demonstrate that it qualifies for non-
dominant classification pursuant to § 63.10 of this part.” 47 C.F.R. § 63.18(m).

39 International 214 Application at 2 (stating that “SBCS is affiliated with foreign carriers that have
not yet been declared non-dominant in Denmark, Hungary and South Africa ...").

40 See47 C.F.R. § 63.10.

i Seeln re Applications of Ameritech Corp. and SBC Communications @@.Docket No. 98-
141, Memorandum Opinion and Order, 14 FCC Rcd 14712, 14932, 1 533 (19B@)yAmeritech Ord&y.

42 Id., 14 FCC Rcd at 14932, § 537.

a3 SeeSBC/Ameritech Orderl4 FCC Red 14932, 1 538.

4 Seeln the Matter of 1998 Biennial Regulatory Review - Review of International Common
Carrier RegulationsIB Docket No. 98-118, Report and Order, 14 FCC Rcd 4909, 4922 1 29 (6£399),
pending

8 Seelnternational 214 Application at 8.

8
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we find that BEN Netherland lacks sufficient market power in the Netherlands to affect competition
adversely in the United States. Netcom, a competitive wireless carrier authorized to provide GSM mobile
telecommunications services in Norway, has less than 50 percent market share in the international transport
and local access markets in NorwyTherefore, in the absence of any other evidence of market power,

we find that Netcom lacks sufficient market power in Norway to affect competition adversely in the United
States.

15. ETO is a competitive access and backbone operator with switching facilities providing
fixed network, broadband and internet services in Norway. ETO currently serves less than 1,000 business
and public organizing customers, and has less than 50 percent market share in the international transport
and local access markets in NorwayTherefore, in the absence of any other evidence of market power,
we find that ETO lacks sufficient market power in Norway to adversely affect competition in the United
States. Ameritech International is a wholly-owned subsidiary of Ameritech and is authorized to provide
international telecommunications services in Canada. Ameritech International has less than a 50 percent
market share in the international transport and local access market in Eaitheaefore, in the absence
of any other evidence of market power, we find that Ameritech International lacks sufficient market power
in Canada to adversely affect competition in the United States.

a. Belgacom

16. The only comments filed in this proceeding were those of the Competitive
Telecommunications Association (CompTélyyhich argued that SBCS should be regulated as a dominant
carrier on the U.S.-Belgium route due to what CompTel argues is SBC'’s affiliation with Belgacd S.A.
Belgacom is the incumbent telecommunications carrier in Belgfium.

17. CompTel's comments raise the issue of whether SBCS'’s attributable indirect ownership in
Belgacom rises to the level of a 25% affiliation. Section 63.09(e) of the Commission’s rules provides that:
“two entities are affiliated with each other if one of them, or an entity that controls one of them, directly or

0 Seelnternational 214 Application at 8.

4 Seelnternational 214 Application at 9.

8 Seelnternational 214 Application at 9.

9 CompTel is a trade association of approximately 350 members representing U.S. and
international competitive communications firms and their suppliers who offer local, long distance, international,
internet and wireless services.

>0 SeeComments of the Competitive Telecommunicatidssodation, In the Matter of
Southwestern Bell Communications Services, Fite No. ITC-214-20000127-00027 (filed Feb. 17, 2000)
(“CompTel comments”).

>t SeeReply Comments of SBC8) the Matter of Southwestern Bell Communications Services,
Inc., File No. ITC-214-20000127-00027 (filed Feb. 24, 2000) at 2 (“SBCS reply comments”) (identifying
Belgacom as “the incumbent telecommunications carrier in Belgium™).

9
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indirectly owns more than 25 percent of the capital stock of, or controls, the othéf dntefpretative
note 2 to the rule explains the Commission’s multiplier rule for attribution of indirect ownership interests
held through one or more intervening corporatiSndhe note provides in relevant part:

Attribution of ownership interests in a carrier that are held indirectly by any party through
one or more intervening corporations will be determined by successive multiplication of the
ownership percentages for each link in the vertical ownership chain and application of the
relevant attribution benchmark to the resulting product, except that wherever the
ownership percentage for any link in the chain exceeds 50 percent, it shall not be included
for purposes of this multiplication. For example, if A owns 30 percent of company X,
which owns 60 percent of company Y, which owns 26% of “carrier,” then X’s interest in
“carrier” would be 26 percent (the same as Y’s interest because X'’s interest in Y exceeds
50 percent), and A’s interest in “carrier” would be 7.8 percent (0.30 x 0.26). Under the 25
percent attribution benchmark, X’s interest in “carrier” would be cognizable, while A’s
interest would not be cognizable.

Alternatively stated, an interest of 50% or greater is treated as 100% for purposes of multiplication.
CompTel and SBCS disagree over the proper interpretation of note 2 .

18. SBC, the parent corporation of SBCS, through its wholly-owned subsidiary Ameritech,
holds two separate ownership interests in ADSB Telecommunications (“ADSB”), which in turn owns
slightly less than 50% of Belgacom. Through Ameritech, SBC holds: (1) a 35% non-controlling interest in
ADSB; and (2) a 41.6% controlling interest in Tele Danmark, which holds a 33% non-controlling interest
in ADSB. In its International 214 Application, SBCS concedes that the 41.6% interest in Tele Danmark is
ade factocontrolling interest’

19. CompTel argues that under the multiplier provision of Section 63.09(e), SBC’s 41.6%
controlling interest in Tele Danmark should be treated as a 100% interest. Under this analysis, Tele
Danmark’s entire 33% interest would be attributed to SBC. When combined with SBC’s 35% interest in
ADSB, SBC would be deemed to hold a 68% interest in A&SBecause ADSB holds approximately
50% of Belgacom, under CompTel's analysis SBC should be deemed to hold a attributed 34% indirect
interest in Belgacomi.g., 0.68 x 0.50 = 0.34). This 34% attributable interest exceeds the 25% attribution
benchmark and would therefore constitute an affiliation with Belgd&dBecause Belgacom has market
power in Belgium, CompTel argues that SBCS should be required to comply with the Commission’s

52 Seed7 C.F.R. 8§ 63.09(e) (emphasis added).

>3 See47 C.F.R. § 63.09, note 2.

>4 Seelnternational 214 Application at 8 (stating that “Through an indirect subsidiary, Ameritech
(and therefore SBC) indirectly holds a 41.6 percaatfactocontrolling interest in Tele Danmark.”).

% SeeCompTel comments at 2.

% Id.

10
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international dominant carrier regulations on the U.S.-Belgium fbute.

20. SBCS argues that CompTel misapplies the multiplier provision of Section 63.09(e), and
that it only has a 24.36% attributable indirect interest in Belgacom and therefore should be regulated as
non-dominant on the U.S.-Belgium rotiteSBCS contends that the 41.6% controlling interest in Tele
Danmark should not be treated as a 100% interest under the multiplier provision of Section 63.09(e).
SBCS argues that Tele Danmark’s 33% interest in ADSB should be multiplied by 41.6% before being
attributed to SBC. Under SBCS’ analysis, its indirect interest in ADSB is only 13.72% rather than a full
33% interest. SBC, therefore, would hold only a 48.72% indirect interest in ADSB rather than the 68%
interest alleged by CompTel. SBCS argues, therefore, that its indirect interest in Belgacom is only 24.36%
rather than 34%.i.€., 0.33 x 0.416 = .1372 + .35 = .4872 x .50 = .2436 or 24.36%).

21. We agree with CompTel that SBCS’ attributable indirect ownership interest in Belgacom
is 34% and therefore constitutes an affiliation within the meaning of Section 63.09(e) of the Commission’s
rules. Long-standing Commission practice has been to treat a controlling interest, at whatever level, as
100% for purposes of applying the multiplier rule. In a decision interpreting a rule identical to the rule at
issue here, the Commission stated “As in our broadcast and broadband PCS rules, where an entity's
ownership interest in any link in the ownership chain is greater than 50 percent or is controlling, the interest
will be treated as if it wer&00 percent for the purposes of applying the multipfir.”

22. SBCS does not argue that Belgacom lacks market power in the international transport and
local access markets in Belgium, and therefore we find that SBCS should be subject to dominant carrier
regulation on the U.S.-Belgium route.

V. Conclusion

23. We find that a grant of SBCS’ application will servephblic interest under Section 214
of the Act, by increasing competition in international services, expanding the range of new and innovative
services, and allowing for more efficient use of existing international telecommunications facilities.
Because SBCS has been granted Section 271 authority for in-region, interLATA services in the State of
Texas, we grant its application to provide international service between all points in Texas and all
international points. SBCS qualifies for regulation as a nondominant carrier on all routes, except between
the United States and Hungary, South Africa, Denmark and Belgium, on which they will be regulated as
dominant.

V. Ordering Clauses

24, Accordingly, IT IS HEREBY CERTIFIED that the present and future public convenience

> Id.

%8 SeeSBCS reply comments at 2.

> See Amendment of the Commission’s Rules to Establish New Narrowband Personal
Communication Service8 FCC Rcd 4519, 1 13 (1994) (referring to Note 2 to Section 73.3555 of the
Commission’s rules, 47 C.F.R. § 73.3555, which states “... except that wherever the ownership percentage for any
link in the chain exceeds0%, it shall not be included for purposes of this multiplication.”).
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and necessity require a grant of the above-captioned application, subject to the conditions specified below.
Therefore, IT IS ORDERED that Application File No. ITC-214-20000127-00027 is GRANTED, and
SBCS is authorized: (1) pursuant to Section 63.18(e)(1), (4) of the Commission's rules, 47 C.F.R. §
63.18(e)(1), (4), to provide facilities-based service between all points in Texas and all international points;
and (2) pursuant to Section 63.18(e)(2), (4) of the Commission's rules, 47 C.F.R. § 63.18(e)(2), (4), to
resell the services of authorized U.S. carriers (including affiliated carriers regulated as dominant between
the United States and South Africa, Hungary, Denmark and Belgium) between all points in Texas and alll
international points, subject to all current and future Commission regulations, including those specifically
listed below.

25. IT IS FURTHER ORDERED that SBCS shall comply with the requirements specified in
Sections 43.51, 43.61, 63.11, 63.14, 63.17, 63.19, 63.21, 63.22, and 63.23 of the Commission’s rules. 47
C.F.R. 88 43.51, 43.61, 63.11, 63.14, 63.17, 63.19, 63.21, 63.22, and 63.23.

26. IT IS FURTHER ORDERED that SBCS may not, and its tariffs must state that its
customers may not, connect their private lines t@theic switched network at either the U.S. or foreign
end, or both, for the provision of international switched basic services on any route unless the Commission
has authorized the provision of such service on that route or the carrier is exchanging switched traffic with
a foreign carrier that lacks market power in the country at the foreign end of the route.

27. IT IS FURTHER ORDERED that SBCS shall be regulated as a dominant carrier for the
provision of all authorized services on the routes between the United States and Hungary, Belgium, South
Africa and Denmark and shall comply with the Commission’s international dominant carrier regulations on
these routes as specified in Section 63.10(c)-(e) of the Commission’s rules. 47 C.F.R. § 63.10(c)-(e).

28. IT IS FURTHER ORDERED that this Order will become effective upon the effective date

of the Commission's Order granting authority to SBC to provide in-region, interLATA services in the State
of Texas.

FEDERAL COMMUNICATIONS COMMISSION

Rebecca Arbogast
Chief, Telecommunications Division
International Bureau
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